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Securities in excess of 100 percent of
your Leverageable Capital.

(1) To qualify for a second tier of Pre-
ferred Securities:

(i) If your license was issued after Oc-
tober 13, 1971, you must have at least
$500,000 of Leverageable Capital.

(ii) You must have invested (or have
Commitments to invest) at least the
same dollar amount in Venture Capital
Financings.

(2) While you have a second tier of
Preferred Securities, you must main-
tain at least the same dollar amount of
Venture Capital Financings (at cost).

(e) Definition of ‘““Total Funds Avail-
able for Investment’’. Total Funds Avail-
able for Investment means the result
obtained from the following formula:

T = .90 x (CA + LI)

Where:

T = Total funds available for investment

CA = Total current assets

LI = Total Loans and Investment at cost (as
reported on SBA Form 468), net of current
maturities

(f) Definition of ‘“Venture Capital Fi-
nancing’’. Venture Capital Financing
means an investment represented by
common or preferred stock, a limited
partnership interest, or a similar own-
ership interest; or by an unsecured
debt instrument that is subordinated
by its terms to all other borrowings of
the issuer.

(1) A debt secured by any agreement
with a third party is not a Venture
Capital Financing, whether or not you
have a security interest in any asset of
the third party or have recourse
against the third party.

(2) A Financing that originally quali-
fied as a Venture Capital Financing
will continue to qualify (at its original
cost), even if you later must report it
on SBA Form 468 under either Assets
Acquired in Liquidation of Portfolio
Securities or Operating Concerns Ac-
quired.

[61 FR 3189, Jan. 31, 1996, as amended at 63
FR 5868, Feb. 5, 1998; 74 FR 33916, July 14,
2009]

§107.1170 Maximum amount of Par-
ticipating Securities for any Li-
censee.

The maximum amount of Partici-
pating Securities you may have out-
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§107.1210

standing at any time is 200 percent of
your Leverageable Capital. If you are a
Section 301(d) Licensee, the maximum
combined amount of Participating Se-
curities and Preferred Securities you
may have outstanding at any time is
200 percent of your Leverageable Cap-
ital.

CONDITIONAL COMMITMENTS BY SBA To
RESERVE LEVERAGE FOR A LICENSEE

§107.1200 SBA’s Leverage commitment
to a Licensee—application proce-
dure, amount, and term.

(a) General. Under the provisions in
§§107.1200 through 107.1240, you may
apply for SBA’s conditional commit-
ment to reserve a specific amount and
type of Leverage for your future use.
You may then apply to draw down Le-
verage against the commitment.

(b) Applying for a Leverage commit-
ment. SBA will notify you when it is
accepting requests for Leverage com-
mitments. Upon receipt of your re-
quest, SBA will send you a complete
application package.

(c) Limitations on the amount of a Le-
verage commitment. The amount of a Le-
verage commitment must be a multiple
of $5,000.

(d) Term of Leverage commitment.
SBA’s Leverage commitment will auto-
matically lapse on the expiration date
stated in the commitment letter issued
to you by SBA.

[61 FR 3189, Jan. 31, 1996, as amended at 63
FR 5868, Feb. 5, 1998]

§107.1210 Payment of leverage fee
upon receipt of commitment.

(a) Partial prepayment of leverage fee.
As a condition of SBA’s Leverage com-
mitment, and before you draw any Le-
verage under such commitment, you
must pay to SBA a non-refundable fee
equal to 1 percent of the face amount
of the Debentures or Participating Se-
curities reserved under the commit-
ment. This amount represents a partial
prepayment of the 3 percent leverage
fee established under §107.1130(a).

(b) Automatic cancellation of commit-
ment. Unless you pay the fee required
under paragraph (a) of this section by
5:00 P.M. Eastern Time on the 30th cal-
endar day following the issuance of



§107.1220

SBA’s Leverage commitment, the com-
mitment will be automatically can-
celed.

[63 FR 5868, Feb. 5, 1998]

§107.1220 Requirement for Licensee to
file quarterly financial statements.

As long as any part of SBA’s Lever-
age commitment is outstanding, you
must give SBA a Financial Statement
on SBA Form 468 (Short Form) as of
the close of each quarter of your fiscal
yvear (other than the fourth quarter,
which is covered by your annual filing
of Form 468 under §107.630(a)). You
must file this form within 30 days after
the close of the quarter. You will not
be eligible for a draw if you are not in
compliance with this §107.1220.

[64 FR 70996, Dec. 20, 1999]

§107.1230 Draw-downs by Licensee
under SBA’s Leverage commitment.

(a) Licensee’s authorization of SBA to
purchase or guarantee securities. By sub-
mitting a request for a draw against
SBA’s Leverage commitment, you au-
thorize SBA, or any agent or trustee
SBA designates, to guarantee your De-
benture or Participating Security and
to sell it with SBA’s guarantee.

(b) Limitations on amount of draw. The
amount of a draw must be a multiple of
$5,000. SBA, in its discretion, may de-
termine a minimum dollar amount for
draws against SBA’s Leverage commit-
ments. Any such minimum amounts
will be published in Notices in the FED-
ERAL REGISTER from time to time.

(c) Effect of regulatory violations on Li-
censee’s eligibility for draws—(1) General
rule. You are eligible to make a draw
against SBA’s Leverage commitment
only if you are in compliance with all
applicable provisions of the Act and
SBA regulations (i.e., no unresolved
statutory or regulatory violations).

(2) Ezxception to general rule. If you are
not in compliance, you may still be eli-
gible for draws if:

(i) SBA determines that your out-
standing violations are of non-sub-
stantive provisions of the Act or regu-
lations and that you have not repeat-
edly violated any non-substantive pro-
visions; or

(ii) You have agreed with SBA on a
course of action to resolve your viola-
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tions and such agreement does not pre-
vent you from issuing Leverage.

(d) Procedures for funding draws. You
may request a draw at any time during
the term of the commitment. With
each request, submit the following doc-
umentation:

(1) A statement certifying that there
has been no material adverse change in
your financial condition since your last
filing of SBA Form 468 (see also
§107.1220 for SBA Form 468 filing re-
quirements).

(2) If your request is submitted more
than 30 days following the end of your
fiscal year, but before you have sub-
mitted your annual filing of SBA Form
468 (Long Form) in accordance with
§107.630(a), a preliminary unaudited an-
nual financial statement on SBA Form
468 (Short Form).

(3) A statement certifying that to the
best of your knowledge and belief, you
are in compliance with all provisions of
the Act and SBA regulations (i.e., no
unresolved regulatory or statutory vio-
lations), or a statement listing any
specific violations you are aware of. Hi-
ther statement must be executed by
one of the following:

(i) An officer of the Licensee;

(ii) An officer of a corporate general
partner of the Licensee; or

(iii) An individual who is authorized
to act as or for a general partner of the
Licensee.

(4) A statement that the proceeds are
needed to fund one or more particular
Small Businesses or to provide liquid-
ity for your operations. If required by
SBA, the statement must include the
name and address of each Small Busi-
ness, and the amount and anticipated
closing date of each proposed Financ-
ing.

(e) Reporting requirements after draw-
ing funds. (1) Within 30 calendar days
after the actual closing date of each Fi-
nancing funded with the proceeds of
your draw, you must file an SBA Form
1031 confirming the closing of the
transaction.

(2) If SBA required you to provide in-
formation concerning a specific
planned Financing under paragraph
(d)(3) of this section, and such Financ-
ing has not closed within 60 calendar
days after the anticipated closing date,
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